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PRICE FACTORS IN THE SAN DIEGO MILK MARKET 


Je lle Tinley Y 


As San Diego County is situated in the southwest corner of California (and 
of the United States), the San Diego milk market has been relatively isolated from 
important dairy producing sections in the statee On the north the Los Angeles milk 
shed lies between San Diego and the heavy milk producing counties of the San Joaquin 
Valley. The nearest supplementary source of supply is the Imperial Valley, 120 
miles to the east of San Diegoe Until within the last few years, however, the 
Imperial Valley has had little milk of suitable quality for shipment to San Diegoe 


Data are not available on the consumption of market milk in the city or in 
the township of San Diegoe The statistical data prepared and published amually by 
the Bureau of Dairy Control, State Department of Agriculwre, are on a county basise 
The 1930 Census showed a population for San Diego County of 209,659, for San Diego 
township of 181,814, and for the city of San Diego of 147,995, Nearly 87 per cent 
of the population of the county was in San Diego township and nearly 71 per cont 
in the city of San Diego (table 1)» As many of the plants in the city of San Diego 
distribute milk in surrounding towns and as the plants draw their milk supply from 
all parts of the county, the San Diego milk market may be regarded as being co-# 
extensive with the countye 


Per=capita consumption in San Diego County is very lowe In 1934 it was only 
0.44 of a pint per capitae The trend in per-capita consumption since 1925 has bcon 
downward. In 1935 per-capita consumption was 0.47 of a pint, an increase since 
1934 (table 2). Much of this apparent increase of consumption was probably duc to 
the influx of visitors to the fair. Per-capita consumption in San Dicgo County in 
1928 was only 0.47 of a pint compared with 0.61 of a pint in Alameda County, and 
0.57 of a pint in San Francisco Countye Part of the low perecapita consumption in 
San Diego County may be and probably is due to the relatively high proportion of 
adult population in the countye 


The comparative isolation of the San Diego milk markct has been both an 
advantage and a source of danger to local producorse Because of its isolation, 
both prices recoived by producers of market milk and prices paid by consumers for 
milk have been omong the highost in the state (table 3)e ‘The San Dicgo milk mrkot 
has at the same time been less subject to competition from adjacent dairy sections 
than the Los Angeles and central California milk markets» Moreover, county and 
city sanitary requirements have tended to discourage shipments of fluid market milk 
from outside San Diego County. Its isolation, however, has not protected it from 
disturbing factors within the markete During the past few years these have 
differed in degree only and not in kind from those in other milk markets in the 
states In isolated milk markets where there is often a considerable monopoly 
element, in both producer and retail prices, interna] disturbances may often be 
more severe than in markets more closely in contact with outside competitive arease 


Production of Milk Fat and Distribution of Market Milke-- The production 
of milk fat increased trom 1,054,000 pounds in 1925 to ©,697,000 pounds in 1935, an 
increase of about 63 per cente About 40 per cent of this increase has taken place 
since 1953. The volume of market milk distributed, however, has increased from 
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TABLE 1 


Population of the County, Township and City of San Diego 
(1920-1935) 


Township City as 
San Diego San Diego | San Diego | as per cent per cent 
Coun township ci 5 : 


112,248 


129,710 + 
138,910 t 
154,350T 
164,630T 


178, 790+ 

190,120t 

197,160+ 

203,740T 

209,659 181,814 

216,240+ 

225,080t 

237, 850+ 

245,830+ 

262,120¢ 165, 000# 





* Census datas 
ft Estimates by California Taxpayers Loaguce 
+Soan Diego Chamber of Commercos 


Harbor Department of Son Dicgoe This department ostinates that in 
addition to the figure for 1934, there were in San Diego 27,000 persons 
in the Army, Navy, and misccllancous federel employcese 


Source of data; State Chambor of Commoree, Forry Building, San Franciscoe 
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TABLE 2 


Consumption of Milk in San Diego County 


Population Milk dis- Daily per= Retail 
(San Diego tributed in capita prices 
consumption 


164,630 
178,790 
190,120 
197,160 
203,740 
209,659 
216,240 
225,080 
237,850 
245,830 
262,120 





* Census. 
Sources of data; 


Cole 1: Estimates of California Taxpayers Leagues 1930 from 
Censuse 


Cole 2: Galifornia State Dept. Agrse Bure of Dairy Control. 
Statistical Reports of California Dairy Products, 1925-1955. 


Cole 5: Cols 2 divided by cole le 


Cole 4; Prom records of distributors in San Diego county. 
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TABLE 3 


Prices of Market Milk in San Diego and Distributors! Margins 
(1925-1936) 















Base prices 
to producers Retail prices 


Year San San 
San Los Frane San Los Fran- 
Diego |Angeles | cisco |Diego | Angeles | cisco 


Dollars per pound milkfa Cents per guar 


Decline in base prices 
to producers (1929=100 


San Los 
Diego | Angeles 
























=OOO008 O85 
ese. ee eee 
oOwooocdneao 


PRE E eH EY 





Source of data: Records of distributors in San Diego County. 
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4,287,000 gallons in 1925 to only 5,618,000 gallons in 1935, an inerease of only 
31 per cent. Nearly 50 per cent of this increase took place in 1935. Part of 
this increase may be attributed to the increased consumption during the exposition 
(table 4). Production of milk fat has thus increased much more rapidly than con- 
sumption, indicating that prices received by producers during recent years have 
been relatively favorable in relation to costs of production. 


The more rapid increase in the production of mil fat than in the volume of 
market milk distributed indicates also a growing surplus problems A larger pro- 
portion of milk fat produced is available for manufacture into other types of dairy 
products, such as market cream, ice cream, etce In 1955 approximately 1,935,000 
pounds of milk fat were distributed in the form of market milk and another 667,000 
pounds in the form of market cream, a total of 2,600,000 pounds, or about 95 per 
cent of thomilk fat produced in the county (table 5)- Owing to periodical fluctu-~ 
ations in the volume of milk and cream consumed, 2/ considerable quantities of 
cream had to be imported from outside the county at certain times of the year. At 
other times production of milk fat was in excess of needs for both market milk and 
market cream, the excess boing available for ice cream, ice-milk and even for manu- 
facture into butter and cheesce 


Comparison of Price Changese=- Because of its isolation from outside com- 
petitive forces, producer prices in the San Diego milk market were slow to registor 
price declines since 1929 and during the first two years of the depression dceclincs 
in prices were relatively less severe than in other major milk markets in California. 
In 1931 the average level of producer prices in San Diogo was 91 per cent of the 
1929 levels In the Los Angelos and the San Francisco milk markets the 1931 levels 
of prices were 76 and 77 per cont respectively of the 1929 levol, 


By 1933, however, the degree of declino in San Diego was as great as in Los 
Angeles and greater than in San Franciscoe Between 1933 and 1935 the levels of 
prices in both San Francisco and Los Angeles increased somewhat more rapidly than 
those in San Diego. 


In 1929 producer prices in San Diego were about 18 cents per pound of milk 
fat higher than in Los Angeles and 20 cents higher than in San “ranciscoe In 1931 
they were 31 and 30 cents higher respectivelye In 1935, however, the producer 
prices were only 10 cents higher than those in Los Angeles and only 3 cents higher 
than those in San Franciscoe In July, 1936, the producers! price in San Diego was 
10 cents a pound of milk fat higher than that in Los Angeles, but 1 cent lower than 
that in San Francisco (table 3). 


It would thus appear that while producer prices in San Diego were tardy in 
showing the effects of the depression, the decline in prices, when the full effects 
of the depression were eventually felt, were as severe as or more severe than in 
other major milk markets in Californias 


Retail prices in San Diego were similarly slow to decline after 1929. Since 


1933, however, retail prices in San Diego have averaged somewhat above those in 
Los Angeles, but somewhat below those in San Franciscoe 


Market Ifilk and aE Milk Pricese== The noarest important dairy 
area aval e to the San Diego milk market is Imperial Countye Up to 1929 most 
milk fat received at plants in Imperial County arrived in the form of creams Only 


2 
2/ To mect the demands of visitors to the cxposition and also the increased 
consumption when the fleet was in the harbor. 
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TABLE 4 


Production of Milk Fat and Distribution of Market Milk 
in San Diego County (1925-1935) 


Market milk distributed 
Pasteur= 
Raw ized 











Per cent increase 
from 1925 = 100 


Milk fa Marke 
produced milk 





Production 
of milk fat 















Pounds 


1,654,000 
1,752,000 
2,057,000 
2,037,000 
1,937,000 
2,134,000 
2,104,000 
2,341,000 
2,298,000 
2,422,000 
2,697,000 

































1,517,000 
1,819,000 
1,647,000 
1, 503 ,000 
1,581,000 
1,464,000 
1,514,000 


* Includes certified and guaranteed. 


Source of data: 


California State Depte of Agre Bure of Dairy Controle. Statistical 
Reports of California Dairy Products, 1925-1935, and records of Bureau 
of Dairy Controle 
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TABLE 5 


Milk Fat Equivalent of Dairy Products in San Diego County 


(1935) 


Market milk 


produced 








5,618,000 gallons 1,933,000 





Market cream 





330,000 gallons 667,000 





Ice cream 577,000 gallons 381,000 





Ice milk 218,000 gallons 57,000 








Butter 168,000 pounds 134,000 





Cheese 8,500 pounds 3,000 









Total (all products) 






Milk fat production 


Source of data: 


California State Depte of Agre Bure of Dairy Controle 
tical Report of California Dairy Products, 1935. 


3,175,000 
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a few plants received whole mili. In 1929 nearly all plants started receiving whole 
milke Prices paid for manufacturing milk (feoebe plants) in Imperial County during 
1929 averaged 5467 cents a pound of milk fat or only 9.3 cents higher than the 
wholesale price of 92 score butter at Los Angelese In 1932 and 1933 producers of 
manufacturing milk in Imperial County received only about 2 cents over the Los Ange- 
les wholesale quotation on butters Prices paid to producers for manufacturing milk 
have consistently ranged from 2 to 5 cents lower than prices paid to producors of 
manufacturing milk by plants in the San Joaquin Valleye It is stated that absence 
of competition from condensarics is one of the main reasons for tho lower prices 
paid in Imperial Valloye Another alleged factor is that milk is of a somowhat 
poorer qualitye 


During the last six months of 1929 base prices for market milk in San Diego 
averaged 5162 cents a pound of milk fat higher than prices paid for manufacturing 
milk in Imperial Countye The differential increased to 6568 cents in 1950 and was 
6467 in 1931. During the next few years the differential doclined rapidly largely 
because of the rapid fall of market milk prices in San Diego. In 1934 the diffor- 
ential averaged 3464 conts and in 1935, 2967 contse During the first seven months 
3 1936 the differential avoraged only about 2463 cents (table 6 and figures 1 and 
Z2)e 


Plants in Imperial County began purchasing Grade A milk (for cream) in 1933, 
such milk receiving a promium of about 6 cents ovor mamfacturing mill. In 1928 
the promium averaged 7g ecnts higher and in 1935 about 6% conts highor.s 


The price of market milk in San Dicgo avcraged about 29e2 conts a pound of 
milk fat higher in 1933 than prices paid to producers of Grade A milk in Imperial 
Countye The diffcrontial declined to 2669 conts in 1954 and to 2362 conts in 1955, 
During the first seven months of 1936 the differential averaged only 1869 ccntse 


The prices paid for manufacturing milk and Grade A milk in Inperiol County 
do not offer a very satisfactory basis on which to compare prices paid for market 
mill: in San Dicgo, partly because prior to 1929 a large part of the milk fat pro- 
duced in Imperial County was shipped to plants as crcam and not as whole nilk; 
partly bocause Grade A milk in Imperial County has boon purchased for too short a 
period to permit of reliable historical comparisons; and partly because the genoral 
lovels of prices paid in Imperial County for manufacturing milk and Grade A milk 
are so much lowor than thoso in other aroas of tho statoe 


A nore satisfactory basis for comparison would be to contrast prices of 
market milk in San Diego with prices paid for manufacturing milk and Grade A milk 
in the southern San Joaquin Valleye These latter prices are considered in deter- 
mining prices paid to producers for market milk in Los Angeles County. If market 
milk prices in San Diego are compared with those in Los Angeles, they will thus 
be indirectly related to prices in the San Joaquin Valleye The basis of relation 
would be as follows; 


Prices paid for Grade A milk in Tulare -- 00.0 cents 


Add transportation and handling costs to 
Los Angeles -- 00.0 cents 





Price to producers in Los Angeles -- 00.0 cents 


Add transportation and handling costs 
from Los Angeles to San Diego -- 00,0 cents 


Approximate price to producers in San 
Diego -- 00.0 cents 





é P* a a fee rey me: ‘ ; 
et ts Me pobgeh c 
$F sy 
vik Ke gee cae 
ee 


ofomw aciviese: bedinta a eiasic Ife Fes eser at gitee peas via etnalg 
gelwub ysino?, Lagweqnl at (atnply edeoet) LL te' grtiutectuman tol bing eeokst itn 
ons mors, sedg le. estes. 90 ylno fo tal alkm to biog « ectaeo Tete bogatewe GS¢l 

to axcouborg S&L bas SéCf at »zelognA sod d= tesdud exces SC to ening ofeeelosy 
reaes Bol oft tove agnoo S tuoda Ylao boviesot yauvod Loigeqml ak cifim gabuutoctiatar 
PE Bee a eetrictenepesd tok aroouborg of biaq soolt. @tosdud 10 noitetoyp olcrefory eof 
a Ae -erconhory oF biac sooitg madd teowol sinos % of $ mot? Sogact yfdhetekenco ovid | 
eonusds Fait botate ef FI evel Lev aiepoob nis’ oft ct etanlc yd ifm snbacton turn | 
Booitg sowol oft x02 aaoaso% Bice: oft To ono el Boitsenobaoe moet modditoqmoe to” 
snose Motions oo af fim ¢ af sotowt bogulin tubenA eyollov Lolweqnd ai blag. 


eviilsup tor00g. ; 


gold neS ni Ulin teclusn tod acoday opnd CSEL to adtnom xie deel arid iss ie ii 
guiusosiman tol bieg ecolty medd torgid Sel Like to bavoq 2 aiden Salt ¢ 
Baw dns OFCL mt atnoo e988 of hoesonent (otdgotolttb odT eyiauod Isitogmt mb tfk 
yloatal yfbiqer bontlooh latinotoeTtéd ond easoy wot dxon add gcbusl gf8CL af Tedd 
er0tTibh oft BcCL at ~*ogold ‘net ni evetag Alim tolgan to [ict bicat off to oevsood 
adgcon mowoa Fath? off gait getroo TetS eel at hes: adees Seht bogstova Latino 
fea [ aoqalit bre 8 ofdat) atnoy S—eS8 guods Yino Poqaiove L[alinotoTath odd Beer oS 
Py ee 


ages ar 


“per 


Re ee re <eovn 





tl oe Mae de 


eoces al (sow wt) 2k A aber gnke adorn; sayed ynved Latteqnl mi atacld 
BSCL nl ecilia gaitusootunart tov atmoe 8 tuods To oes & astiviceot 2fim sone - 
etongis efmoo £8 dyods 880 nt baw todgin sisoo gi hogotowa culmosy ont) 


od? brwog g etme 8985 tuede bogasowe ogold moe me fk todrot to ook oat 
veeebabtogrd st tte A chew Io etsombetg oF bir; esootze ouit S8OLl mk soe dsi dot Biker 
) eGSel si @troo SefS ot brio bECE mi aduiso Og3S o¢ burtlooh [abtnow?lilb off esuioo | 
: were? Cell vino bags eve Laltmowitth off 8eef “to eritnom aowoe toxk? og sii 






bs 


oy sponuo? fobtoqud gf fds A obs) hes: Lo kke rahmeies wrior tok blog - goodag odT é 
P  Soplacrc: tot bia soekig ots dt dois no elend ee eitce Yrow 4 xetis pe ‘ol 
oot Sot Lint. oft to tag vatol 2 O8Cl ot oe oaunood Ydtad ogotd ase af “tf rs 
qiiim olodr an ton hea saotd ac einalg otde. et yesu702 Ladsocmal xt boob. 
Prone cot 102 Bozatows mood end wad Bie at ifte A obs1) csvcaod yiptg 
Lagon; gj odd oeusood Yldtac bre panoaiaagos Inoinosais oldaifot to thergog ot bokscy 
is A-obas® bax thi jal. Stems “ot yorvod Inltocqnl ai Bist sveisg to elevol: : 
s+ +> gotate oft Yo gzote tonto mt onodt andd towol doine oe oH 


2) eeniiy Sectine? ot ed bldow aoeitegcon x10 elacd yrotostalisan eros, / 

as Lhdsashs eben) bine his ponkaed oshusiec: yo bien esoinxg dtivw ogoid aed wf clfia a 
“-wpintels inli- beueblence ots. sc0ttg to¢tal eaedT eyolia’ aispool asd areddvoe oat mt 
Paclyet. QE enghaudd aslogodA god at ALbin dosltacs 402 areouborg od blag ecolvg gabmicr 
suid Eitw yods geeloncdA sol mt osodt ddiv hetame oto ogotd mae at seokad tihica 
nods abet to tiem off syoileY ninpsol nee odd ai avotty of hotales viteoribal ed 
rawol fot ea od bluow 


ie 


thks : asic 9 Q400 - hue om iuf, nt ifix A ebea) tot blag aovtrd 


oe ee oF ateoo gnitbaed bra gottotiogqenaw bbs | 4 
“BPTSD°O,00 wo eologak’ Bol 
| hate . . > 4 
Bde Oe00 s» . . -Melogmd vot at exooutiong od, oolst | 
Ter Bre Sit a nee ate sjieb Chcenst bre, roid doesnot BA : 
ge eae arene Va == Ne it Buc hatel teak om dohoum. se hanes Lactshlll 
he ae iT la ca ea Mae Age ied rit tea ‘ el an ha le Aehanetsi eT 
ws Mest af Se eek oY net ak, erooiibory an baker pant xeragh 


ese Og0 we a 








Ye 


TABLE 6 


Prices of Market Milk at San Diego, Manufacturing Milk at Country Point, 
and Wholesale Prices of Butter at Los Angeles 
(January, 1929-august, 1936) 








Differential between 
market milk and 






price of Base buying 


















Year and | 92 score price of Manu- 
month butter at market milk factur= Grade A 
Los Angeles jat San Diego ing milk milk 
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Table 6 continued, 
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price of i market milk and 


Year and | 92 score i Manus 
month butter at j i facture Grade A 
Los Angeles i ing milk milk 


1935 
June 
July 
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September 
October 


November 
December 
Average 





Source of data; 


Based on information supplied by distributors in the San Diego milk 
market and by creameries in Imperial County. 
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Fig. 1.-- Prices of manufacturing milk and Grade A milk in Imperial County, market milk 
at San Diego, and butter at Los Angeles. 
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Fig. 2.-- Differentials between prices of manufacturing and Grade A milk in Imperial 
County and market milk at San Diego. 
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It is important to realize, however, that because of certain undesirable 
competitive features in the Los Angoles market, prices paid to producers may be 
temporarily somewhat lower than long-time oconomic factors would appoar to justify. 
There appoars to be no valid reason, however, why the full effects of these tempor- 
ary lower prices should necessarily be carried over into the San Diego markete 


Cost Factors of Productione-- As in other milk markets in California feed 
and labor constitute the two major cost items in market milk production; feed and 
labor costs account for about 75 per cont of all costse Thore are no wholesalo 
quotations for feed in San Diegoe Prices of feed to producers, however, will tend 
to reflect rather closely the trends and seasonal price movements shovm by wholesale 
feed prices in Los Angeles. An analysis of the buying power of market milk in San 
Diego in terms of wholesale prices of feed in Los Angeles would thus serve as a 
fairly reliable indication of the relation between market milk prices and feed costs 
in San Diego. 


In 1929 market milk in San Diego would have purchased the equivalent of 
787 pounds of a composite dairy feed .ration at wholesale prices in Los Angeles. 
In 1930 buying power had increased to 105.8 pounds, in 1931 to 119e8 pounds, and 
in 1932 was 118.6 poundse After 1932 the more rapid decline in market milk than in 
feed prices reduced buying power of market milk in San Diego to 8846 pounds in 1933, 
to 74.7 pounds in 1934, and to 80.2 pounds in 1935. During the first soven months 
of 1936 buying power averaged about 7467 centse There was a vory material increase 
in feed prices in August and even at 73 cents a pound of milk fat, buying power 
would have been increased to only 78.5 pounds, which was about tho same levol as in 
1929.6 


The actual increase in buying power of milk produced in San Diego County 
between 1929 and 1932 was not nearly as great as is indicated by the figures in 
table 7+ Production of milk fat in San Diego County increased much more rapidly 
between 1929 and 1932 than tho volumo of milk distributode A largor percontage 
of all milk produced thus had to be diverted into loss profitable manufacturing 
milk channolse The not price recoivod by producors thus would have doclined more 
rapidly than the baso price for merkot milk. 


Betweon. 1929 and 1932 tho average lovel of farm wages in California doclineod 
more rapidly than base prices for markct milk in San Dicgoe Buying powor of mar~ 
ket milk in torms of the cost of farm labor thus tended to inercasce Since 1933, 
however, wages of farm labor have increased more rapidly than the baso buying pricos 
for market milke In July, 1936, woges of farm labor wore 72 por cent of tho'1929 
level, whereas base buying prices for narkct milk in San Dicgo were only 60 por 
cont (table 8). 


Distributors' Marginse-- The rcotail margin of distribution declinod from 
5.8 conts per quart in as to 50 conts in 193le Since 1931 there has been a 
tendency for retail margins to inereasc,.the average level in 1935 being 6.4 conts. 
Wholesale margins declined from a levol of 3.8 cents per quart in 1929 to 2.5 


cents por quart in 1931 and 1932. Since then wholesale margins heave also shomm a 
consistent tondency to increase (tcble 9 and figure 4). 


Distributors in San Diego have until the last yoar or so operated ona 
margin considerably lowor than that in other major milk markets in Californias 
(Table 9.) Up until June, 1931, most rotail stores sold milk at the sano price 
as milk dolivered to tho home, although a few stores sold milk at 1 cont a quart 
lesse In Juno, 1931, however, all stores started solling milk at 2 cents below 
the delivered prices The differential between store and homoedelivered priccs 
was reduced to 1 cont a quart in Januory, 1934. This differcntial has been maine 
tained up to the present time (Scptembor, 1936). 
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15. 
TABLE 7 


Buying Power of Market Milk in San Diego in Terms 
of Whole sale Prices of Feed in Los Angeles 
1929-1936 




















Number of pounds 
of feed purchas- 
able with one 
pound of milk fat 


Base price paid 

to producers 
in San Diego 
for milk fat 











Year and 
month 


Wholesale price of 
dairy feed at Los Angeles 








September 
October 
November 
December 
Average 
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October 
November 
December 
Average 


1931 
January 
February 
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April 
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June 

July 
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September 
October 
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December 
Average 
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Table 7 continued. 


Base price paid 

to producers Wholesale price of of feed purchas~ 
in San Diego dairy feed at Los Angeles able with one 
for milk fat pound of milk fat 


October 

November 
December 
Average - 
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Table 7 continued. 176 


Number of pounds 
Wholesale price of of feed purchas= 
dairy feed at Los Angeles able with one 
pound of milk fat 


Base price paid 

to producers 
in San Diego 
for milk fat 








Year and 
month 





















1935 
May 

June 

July 
August 
September 
October 
November 
December 
Average 


1936 












January 0.94 68e1 
February 0935 688 
March 0.86 740% 
April 0680 80.0 
May 0.81 79.0 
June 0.81 7920 
July 0.87 7306 
August 0.93 6548 


Sources of data; 

Cole 1: Records of distributors in city of San Diego. 

Colse 2 and 3; From data on wholesale prices of feed in Los Angeles 
compiled by the authore In computing the composite feed prices, the 
following weights were used; alfalfa, 7865;. barley, 633 wheat bran, 5-4; 
bect pulp, 2e9; cottonsecd meal, 205; and copra, Sede 


Cole 4: Cole 1 divided by cole 3s 
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"Si 





See aa > Wye ere 


BI E* 3¢~— yrmpeL o t bade geod, bonousecpré TED y Bong os BIIK- {8f-——~ ger preGe: | 





¥33e 








tet Alin = beveg teq beet shaved 





170 

Tso 

120 

5, & 
Tales | 

1¢0 ee | 

720 cee 











19. 


TABLE 8 


Farm Wages (Without Board) and Market Milk Prices 
(1929-guly, 1936) 


















Average wage Percentage Base buying Percentage 
per year change change 
1929 = 100 1929 = 100 






conts per pound 
Milk fat 


Sourcesof data; 


Cole 1: From Us Se Depte Agre Bure Agre Econe Crops and Markets. 
Monthly issues, January, 1929 to July, 1935. 


Cole 2: Information supplied by distributors in the San Diego 
milk morkots 
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In response to the introduction of the store differential in 1931, the 
volume of milk sold wholesale increased considerablys Data on the proportion of 
milk sold wholesale are not available for the San Diego market as a wholes In the 
ease of one distributor the percentage of milk sold wholosale increased from 45 
per cent in June, 1931, to about 63 per cent during the last four months of 1933. 
There has been some decline in the percentage sold wholesale after tho store dif- 
forential was reduced from 2 to 1 cont a quart. 


Because of the decrease in volume sold on rotail-routos, cost por unit of 
product sold retail increased considorably, giving riso to a need for higher rotail 
marginse Tho avorago margin (woighted by tho proportion of mill: sold wholesalo 
and retail) in San Diego has probably not increased to any considerablo cxtcnte 
As distributors in San Diogo havo always oporated on a vory narrow margin, the 
increase in both retail and wholesale margins wes necessary in ordor to maintain 
approximately the same net margin as boforcs 


In determining prices to bo paid to producers for market milk it scoms 
advisable that duc consideration be given to the rolationship betwoon producors! 
prices and rosale prices por quarte Any marked increase in distributors! margins 
may cncourago the ontrance of new distributors into tho markot. This would in- 
ovitably be a disturbing factor in the markot. 


Numbor of Distributorse-- Anothor factor responsible for the tendency for 
distributors’ margins to become wider has been the increase during recent years 
in the number of distributorse In 1928, there were 10 distributors in and around 
the city of San Diego who purchased milk from producerse By, 1932 there were 12, 
In 1934 the number had increased to 17 and in 1935 to 18. 3/ These figures do not 
inelude all persons or firms distributing milk. They do not include producers who 
distribute their owmm milke While data are not available on the number of producer} 
distributors in the San Diego milk market, it is belicved that the number in 1935 
was greater than that in 1929. Many of the older distributors have experienced a 
loss in volume since 1929 and thus a tondency for unit costs of operation to in- 
Creasce 


Fluctuation of Consumptione-- The arrival of the Navy in the San Diogo 
harbor results in a material temporary increase in tho volumo of milk distributed. 
The departure of the Navy similarly results in an immediate and marked decline in 
the volume of milk distributede Production of milk cannot roadily be expanded and 
contracted to mect this fluctuation in volumoc consumede In tho circumstances it 
would appear desirable that all milk in the San Diego market be pooled so that the 
burden of periodic surpluses be shared by all producerse If producers are to 
provide an adequate supply of milk to meet both tho regular and Navy demand for 
milk, it is inevitable that a considerable surplus of milk will exist when tho Navy 
is not in the harbors 


Conclusionse-- There are several factors which indicate that prior to 1933 
thore was a considcrable monopoly cloment in the priccs recoived by producers in 
the San Diego market. In the first place base prices to producers declinod much 
more slowly botwoon 1929 and 1932. than similar prices in the other major milk 
markets of Californias In the socond place buying power of market milk (base 
prices) in torms of both food and labor incroased appreciably betwoon 1929 and 1932. 
In the third place the spread between manufacturing milk prices in Imperial 
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Based on data obtained from the Burcau of Dairy Control, Stato Department 
of Agriculturce 
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TABLE 9 pee 


Prices of Market Milk in San Diego 
and Distributors! Margins 


(1929-1935) 
Margins 
Year and 
} month Per pound Per 
milk fat quart 


Store 
Retaill| wholesale | price to | Retail | wholesale 
consumers 
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January 1.08 963 De7 507 
February 1.08 965 567 307 
March 1.07 9e2 5.38 308 
April 1.05 920 6.0 4.0 
May 1.07 962 58 528 
June 1.07 9e2 5.8 528 
July 1.07 Gee 5.8 508 
August 1.07 9e2 5.8 303 
September 1.07 9.2 5.8 3.8 
October 1.07 902 13.0 58 508 
November 1.07 9e2 13.0 508 508 
December 1.07 922 13.0 528 368 
Average AOS SR OG WT a 5-8 
1930 
January 1.07 Ge2 5.8 508 
February 1.07 Dee 528 508 
March 1.10 925 505 305 
April 1.10 965 5.5 505 
May 1.10 9.5 5.5 5e5 
June 1.10 925 565 305 
July 1.10 95 525 35 
August 1.10 945 5.5 3.5 
September 1.10 965 505 305 
October 1.10 925 525 505 
November 1.10 9.5 505 305 
December 1.00 8.6 504 304 
Average oS oe BE BR 
1.00 8.6 54 S04 
1.00 8.6 Set 3e4 
1.00 8.6 5e4 5e4 
1.00 8.6 4.4 204 
1.00 8.6 464 204 
1.00 8.6 4.4 264 
0.95 862 4.8 1.8 
0.95 8e2 4.8 1.8 
September 0.95 862 4.8 1.8 
October 0.95 82 4.8 1,8 
November 0.90 Te7 50d 203d 
December 0290 ToT 55 25 
Average Oed O ) 


Table continued on next page. 
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Table 9 continucd. A 


Jargins 

or quart 

Year and ore 

month Per pound | Per Retail? Wholesale | price to Retail | Wholesale 
milk fat quart consumers 


dollars 






















































1932 

January 0.90 7e7 5ed 
February 0.85 703 5.7 
March 0685 7d 5e7 
April 0.85 Ted 507 
May 0.85 70d 5e7 
June 0.85 703 5a? 
July 0.85 70d 5e7 
August 0.80 669 5el 
September 0.80 609 Sel 
October 0.80 669 5el 
November 0.80 609 5el 
December 0673 663 507 
Average 0.8 j 





















































1933 
January 507 920 10.0 30d 
February 5e7 9.0 10-0 30d 
March 5e7 9,0 1020 Sed 
April 4.9 720 920 2el 
May 4.3 7.0 820 eel 
June 4.5 720 80 205 
July 4.5 720 8,0 205 
August 5el 80 9.0 209 
September 5e4 6) 020 526 
October 5e4 0 0.0 506 
November 54 fe) 0.0 36 
December 53 0 0.0 507 
Average } mate aoe 


























52 5 5.8 303 
502 5 5,8 33 
502 5 528 5e3d 
5e2 5 5-8 bed 
542 5 5.8 Sed 
5e2 5 5.8 305 
bee 5 528 30d 
5e2 5 58 KP) 
September 5ae 5 568 Sed 
October 57 5 65 508 
November 527 5 63d 508 
December 567 § 6.5 508 
Average OED A SN ON a RT eS 











Table continued on next page. 
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Table 9 continued. 246 


Margins 
Year and Store 
month Per Retailf Wholesale | price to Retail 
milk fat quart* consumers 


do 
























































































1935 
(cont. ) 
June 5e7 965 3 
July 595 905 5 
August 565 965 5 
September 5.5 945 5 
October 5-5 965 5 
November 5.5 925 5 
December 264 545 9,0 5 
Average [0.65 8 PCT 2 ST 
1936 
January 55 665 505 300 
February 5.5 8e5 5e5 300 
565 905 6.5 4.0 
505 905 665 40 
55 95 $5 4,0 
525 965 605 4,0 
525 9eD 65 4.0 
605 O05 Ge7 Zee 








* Prices paid to producers per quart obtained by multiplying the prices per 
pound milk fat by .086. 


+ Up to June 50, 1931, chain stores sold milk at 1 cent below the retail price, 
but most independent grocers sold milk at the retail pricee From July, 1931, the 
price shown was charged by all stores. 


Source of data: Records of the distributors in San Diego county. 
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Courity and base buying prices for market milk in San Diego County increased 
considerably between 1929 and 1952. 

In the fourth place production of milk fat showed a tendency to increase between 
1929 and 1933, whereas the volume of milk distributed remained about constant. 
Dairy producers in San Diego County tend to raise a large proportion of their re- 
placement stocke An increase in cow numbers in response to favorable price 
conditions would not, however, be reflected in higher milkefat production for two 
or three years. Probably much of the marked increase in production in 1934 and 
1935 was in response to the relatively favorable price-cost ratios (in terms of 
feed and labor) that prevailed between 1930 and 1932. 


If relative stability is to bo established and maintained in the San Diego 
milk market in the future, it seems desirable that, while the markct continues to 
remain relatively isolated, priccs to producers for market milk be kept more nearly 
in line with those in other milk markets in California which aro more subject to 
outside competitive influencese 


As Grade A milk from Imperial County is not readily available for distribu- 
tion in the San Dicgo milk market, it would scom more logical to consider producor 
prices in San Diego in rolation to producer prices in Los Angelcse A rough 
approximation for producor prices in San Diego could be obtained by adding to the 
Los Angeles prico por pound of milk fat a figure oquivalent to the cost per pound 
of milk fat of transporting milk from Los Angeles to San Dicgoe Assuming that 
railroad and truck transportation rates from Los Angelos to San Dicgo (140 miles) 
would be approximtely the same as transportation rates from Bakorsficld to Los 
Angeles (140 miles), then the cost of transporting milk from Los Angeles to San 
Diogo would be 27 conts a 10=gallon can or about 7684 cents por pound of milk fat 
testing 4 por cent fate Transportation rates on a tank truck may bo somowhat loss 
but probably not less than 6 conts por pound of milk fote 


On this basis the base prico to producers in San Dicgo could be from 6 to 
8 conts higher than that in Los Angelose It must be omphasizod, howevor, that 
this is a moro or less arbitrary approximatione Bocauso of its isolation and the 
sanitary regulations in the city and county of San Diego with rogard to markot 
milk it is impossible to obtain a more objective measuro of the economic level of 
prices in San Dicegoe In tho final analysis an idea of whether price levels that 
come to prevail in San Diego are too high or too low can only be obtained by 
analyzing the response of producers to pricese If over a poriod of ycars production 
of milk fat in the county continues to increase, it would be logical to conclude 
that the average level of pricos is too high, or if production tends to decline 
that the level is too low. 


The base price paid to producers in Los Angeles for markot milk in Scptember, 
1936, will be 69 conts per pound of milk fate Adding 6 to 8 conts to this pricc 
would give a price in San Diego of 75 to 77 contse These prices would be 70 por 
cont and 72 por cent respectively of the 1929 level of pricose Farm wages aro 
approximately 72 per cont of tho 1929 level so that a price of 77 cents por pound 
of milk fat would have about the same purchasing powcr in terms of wagos as in 1929¢ 
Wholesale prices in Los Angeles of a composite food ration in August, 1936, avoraged 
about $18478 a ton or 0,94 cents a pounds Tho buying power of markot milk at 75 to 
77 cents a pound milk fot would thus vary from 80 pounds to 82 poundse This is 
somewhat highor thon tho 1929 level of 78e7 poundse It must bo romomborod, howe 
evor, that in 1929 2 mech larger por cent of all milk produced in San Dicgo County 
was sold at the base price than is truc at tho presont timce The decline in tho 
average prices recoived by producors (for all milk produced) is undoubtodly greator 
than the decline in basco pricos. 


In relation to tho two main cost itoms, therefore, a prico in San Dicgo of 
from 75 to 77 cents would not appear to be oxcossivos 
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